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Attention: Ms. Lee z{g»,midwy@%,ﬁ C.
Re: Seafirst Leasing Corporation,
Lessor, and United States Rail
Services, Inc., Lessee

Dear Sirs:

Pursuant to Section 20c of the Interstate Commerce
Act and the Commission's rules and regulations thereunder, as

amended, I enclose herewith for filing and recordation three
copies of each of the following documents:

(1) Security Agreement dated October 1, 1980
between Chemical Business Credit Corp. and Seafirst

Leasing Corporation, Lessor and United States Rail
Services, Inc., Lessee.

<

(2) Three leases between Seafirst Leasing Corporation,

as Lessor, and United States Rail Services, Inc., as
Lessee.

(3) Assignment dated November 25, 1980 between Chemical

Chemical Business Credit Corp. and ChemLease Worldwide,
Inc.

The names and addresses of the parties to the

afore-
mentioned documents are as follows:
(1) Security Agreement:
(a) Secured Party: %?
s
Chemical Business Credit Corp.
55 Water Street B
New York, N.Y. 10087; and . ;{ w
) o
. -x . )
(b) Debtor: ==
Seafirst Leasing Corporation, Lessor =

P.O. Box 3586
Seattle, Washington 98124

United States Rail Services, Inc., Lessee,
622 Battery Street
San Francisco, California 94111
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(2) Assignment:

(a) Assignor:

Chemical Business Credit Corp.
55 Water Street ’
New York, N.Y. 10087; and

(b) Assignee:

Chemlease Worldwide, Inc.
55 Water Street
New York, N.Y. 10087

Pursuant to the Security Agreement, the Debtor has
granted to the Secured Party a security interest in the fol-
lowing units of equipment and in certain other collateral
described in the Security Agreement:

100 ton general service gondola cars marked and numbered ALQS
7001 to ALQS 7025 both inclusive and marked and numbered CSL
101 to CSL 175 both inclusive.

Pursuant to the Assignment, the Assignor has as-
signed to the Assignee the Assignor's right, title and inter-
est in, to and under the Security Agreement, including its
security interest in the above described units of railroad
equipment.

Please file and record the Lease, Security Agree-
ment and the Assignment, assigning the Assignment the same
recordation number as the Lease and Security Agreement,
cross-indexing said documents one to the other and indexing
said documents under the names of the Secured Party, the
Assignee, the Debtor, and the Lessee of the above described
units of railroad equipment.

The enclosed documents are being presented for re-
cordation concurrently with the presentation for recordation
of certain other documents to which the Secured Party and the
Assignee are also parties, and checks are being presented for
the fees for recording all such documents pursuant to 49 CFR
1116.1.

Please stamp all three copies of each of the three
enclosed documents and the attached copy of this transmittal
letter with your official recording stamp. You will wish to
retain two copies of each of the three documents and the
original of this transmittal letter for your files. It is
requested that the one remaining copy of each of the three
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documents and of this transmittal letter be delivered to the
bearer of this letter.

Very truly yours,

Jm % Reitman

Vice President and

Secretary
JBR:dp

encs.
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EQUIPMENT LEASE ’

THIS EQUIPMENT LEASE, dated as of October 1, 1980 (the
Lease), is between SEAFIRST LEASING CORPORATiON (the Lessor)

“‘and UNITED STATES RAIL SERVICES, INC. .(the Lessee).
WITNESSETH:

SECTION 1. Definitions: Construction of References

In this Lease, unless the context otherwise requires:

(a) All references iﬁ‘this inst{ﬁment to designated
Sections and other subdivisiogs are to designated Sections and
their subdivisions of this Lease, and'the words "herein",
"hereof" and "hereunder" and other words of similar import
refer to this Lease as a whole and not to any particular
Section or other subdivision;

(b) The terms defined in this Section 1 or elsewhere
in this Lease shall have the meanings gssigned to them in this
Section 1 or elsewhere and include the plufal as weil as the
singular;

(c) Except as otherwise indicated, all the agreements
or instruments hereinafter defined shall mean such agreements
or instruments as the same may from time to time be supplement-
ed or amended or the terms thereof waived or modified to the
extent permitted by, and in accordance with, the terms thereof;

(d) The following terms shall have the following

meanings for all purposes of this Lease;



(1) Appraisal shall mean a procedure whereby an
independent appraiser, who shall not be a manufacturer of
the Item of Equipment for which Appraisal is required,
chosen by the Lessee and the tessor, shall determine the
amount in gquestion. If within 15 days after Appraisal is
to be initiated, the Lessor and the Lessee are unable to
agree upon the appraiser, such appointment shall be made by
an authorized representative of the American Arbitration
Association or any organization successor thereto. The
decision of the appraiser, however chosen, shall be given
within 10 days éfter thefgelection and’guch decision shall
be binding and conclusi;e 6n the Leséér:énd the Lessee.

The Lessee shall pay all fees and expenses of any Appraisal.

(2) Basic Rent, Basic Rent Dates, Interim Rent, Rent,

and Supplemental Rent, shall have the meanings set forth in

Section 3 hereof.

(3) Casualty Value shall have the meaning with res-

pect to each Item of Equipment as set forth in Exhibit B.

(4) Closing Date shall mean , 1980.

(5) Expiration Date shall mean January 6, 1999,

(6) Term Lease Commencement Date shall mean January

6, 1981.

(7) Termination Value shall have the meaning with

respect to each Item of Equipment as set forth in Exhibit C.

(8) Business Day, Code, Notes, Purchase Agreement,

Purchase Contract, Purchase Documents and Security Agree-




ment, shall have the meanings set forth in the Participa-
tion Agreement.

(9) Equipment and Item of Equipment shall have the

meanings set forth in Section 2 hereof.

(10) Fair Market Rental vValue and Fair Market Value

of an Item of Equipment, respectively, shall be determined
on the basis 6f, and shall mean the amount of rental for-
the term of lease in q;estion and in the case of determin-
ing ihe Fair Market Value, the purchase price, which would
be obtainable in an arm's-length transaction between an in-
formed and willing user or<lessee or.éhrchaser (other than
a used equipment dealer) énd an informed and willing lessor
or seller neither of whom are under any compulsion to
lease, or sell, and in such determination costs of removal
from the location of current use shall not be a deduction
from such,  amount and all alternative uses in the hands of
such user, lessee or purchaser including, without limita-
tion, the further leasing of such Item of Equipment, shall
be taken into account in making such determination. If the
Lessor and the Lessee are unable to agree upon a determina-
tion of Fair Market Rental Value or Fair Market Value with
respect to a particular Item of Equipment, such Fair Market
Rental Value or Fair Market Value shall be determined in

accordance with the procedure for Appraisal.

" (11) Lessor's Cost with respect to each Item of
Equipment shall mean the amount shown for such Item on

Exhibit A.
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(12) Overdue Rate shall mean 14% per annum, simple
interest.

(13) Participation Agreement shall mean the Partici-

pation Agreement, dated as of the date hereof, among the
Lessee, the Lessor, United States Leasing International,
Inc. and Chemical Business Credit Corp., as lender (the

Lender).

SECTION 2. Lease of Equipment

‘Effective on and as of the Closing Date, the Lessor
hereby leases to the Lessee, and the Lessee hereby leases from
the Lessor, upon the terms andféonditions/hereinafter set
forth, one hundred (100) lOOréon 52 foot 6 inch general service
gondola railroad cars manufactured by Trinity Industries, Inc.,
and identified by the car numbers and other identifying
numbers, if any, set forth on Exhibit A (individually, an Item
or Items and collectively, the Equipment). The Lessee hereby
acknowledges that the Equipment has been accepted for lease
under this Lease and in so doing, represents, warrants and
agrees on and as of the Closing Date that each Item: (a) has
been. found to be in good order and condition and meets the
specifications in the Purchase Contract therefor, and (b) is
deemed to have been delivered to and accepted by the Lessee and
is subject to the terms and conditions of this Lease.

SECTION 3. Term and Rent

" (a) The term of this Lease as to each Item of Equip-
ment shall begin on the Closing Date, and shall end on the

Expiration Date, unless this Lease shall have been terminated,



or the term of this Lease with respect to such Ttem of Equip-
ment shall have been extended, by the terms hereof,

(b) The Lessee shall pay to the Lessor as Interim
Rent for each Item of Equipment subject to this Lease an amount
per day equal to .0239488% of the Lessor's Cost thereof for the
period, if any, from (and including) the Closing Date to (but
excluding), the Term Lease Commencement Date, counting days on
the basis of a 360-day yeaf consisting of 12 coﬁsecutive 30-day

months.

(c) The Lessee shall pay to the Lessor as Basic Rent
for each Item of Equipment subféct to thréxLease, twenty-four
(24) consecutive semi-annual installments; the first twenty-
three (23) of which shall be in an amount equal to 5.02404% of
the Lessor's Cost thereof and the final installment shall be in
an amount equal to 52.7688% of the Lessor's Cost thereof.

(d) The entire amount of Interim Rent shall be due
and payable on the Term Lease Commencement Date. The install-
ments of Basic Rent for each Item of Equipment shall be due and
payable on the 6th day of each January and July during the term
hereof commencing July 6, 1981 and with a final payment due on

January 6, 1993 (Basic Rent Dates). If any of the Basic Rent’

Dates is not a Business Day, the rent payment otherwise payable
on such date shall be payable on the next succeeding Business
Day.

" (e) The Lessee shall pay to the Lessor the following

amounts (herein referred to as Supplemental Rent and, together

with all Interim Rent and Basic Rent, as Rent):



(1) on demand, any amount payable heréhndef (other
than Interim Rent, Basic Rent, Termination Value and
Casualty Value) which the Lessee assumes the obligation to
pay, or agrees to pay, under this Lease to the Lessor of
others;

(2) on the dates provided herein, any amount payable
hereunder as Termination Value and Casualty Value;

(3) to the extené permitted by applicable law, inter-
est kcomputed on the basis of a 360-day year of twelve
30-day months) at the Overdue Rate on any payment of Inter-
im Rent, Basic Rent, Termiﬁ%tion Valuétor Casualty value,
not paid when due for anyyperiod after;which the same shall
be overdue and on any payment of Supplemental Rent, (ex-
cluding Termination Value and Casualty Value) not paid when
demanded hereunder for the period from the date of such
demand until the date on which the same shall be paid;

(4) all amounts as and when due undef the participa-
tion Agreement.

(£) All payments of Rent hereunder shall be made so
that the Lessor or any assignee of the Lessor, shall have
immediately available funds on the date payable hereunder, and
shall be paid to the Lessor at its address set forth herein or
at such other address as the Lessor may direct by notice in
writing to the Lessee.

" (g) The Basic Rent on the first twenty-three (23)
Basic Rent Dates are payments in afrears for the immediately

preceding semi-annual period. The last Basic Rent payment
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contains a payment of rent equal to the preceeding Bééic Rent
payment for the preceeding semi-annual period from July 6,‘1992
to January 6, 1993 and an advance payment of rental for the
remaining six (6) years of the term of this Léase ending on the
Expiration Date. Such advance payment shall entitle the Lessee
to full use and enjoyment of the Equipment and a leasehold
interest therein until the Expiration Date without payment of
additional amounts other tﬁan Supplemental‘Rent if any, that
may becoﬁe payable in such period and to certain other rights
as hereinafter provided.

SECTION 4. Net Lease, Assigﬁhent by Le&sor

_(a) Net Lease. Thié Lease is a het lease and the
Lessee acknowledges and agrees that the Lessee's obligations to
pay all Rent hereunder, and the rights of the Lessor and its
assignee in and to such Rent, shall be absolute and uncondi-
tional and shall not be subject to any abatement, reduction,
set-off, defense, counterclaim or recoupment (Abatement) for
any reason whatsoever, including,‘without limitation, any
Abatement due to any present or future claims of the Lessee
against the Lessor under this Lease or otherwise, or against
the manufacturer or seller of any Item of Equipment. Except as
otherwise expressly provided herein, this Lease shall not
terminate, nor shall the respective rights and obligations of
the Lessor or the Lessee be affected, by reason of any defect
in or damage to, or any loss or destruction of, the Equipment
or any Item thereof from whatsoever cause, or the interference

with the use thereof by any private person, corporation or
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governmental authority, or the invalidity or unéﬁforceability
or lack of due authorization of this Lease or lack of right,
power or authority of the Lessor to enter into this Lease, or
for any other cause, whether similar or dissimilar to the fore-
going, any present or future law or regulation to the contrary
notwithstanding, it being the express . intention of the Lessor
and the Lessee that all Rent payable by the Lessee hereunder
shall be, and continue to Ee, payable in all events unless the
obligation to pay the same shall be terminated pursuant to the
express provisions of this Lease.

(b) Assignment by Leééor. The f.essor shall have the

i

right to mortgage the Equipmeﬁt or assign pursuant to the
Security Agreement or other separate form of assignment, all or
any part of its rights, subject to the rights and leasehold
interest of the Lessee under this Lease. 1In such event, each
assignee shall be entitled to enforce the rights so assigned,
but shall be under no liability to the Lessee to perform any of
the obligations of the Lessor. The Lessee agrees that it will
pay all sums so assigned and due by the Lessee hereunder
difectly to such assignee (or to whomsoever the assignee shall
direct) after receipt of notice of such assignment. Any
assignee of Lessor's rights may reassign such rights with the
same force and effect as, but to no greater extent than, an
original assignment.

SECTION 5. Return of Equipment

Upon final termination of the lease term hereunder of

any Item of Equipment (other than a termination under Section
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11), the Lessee shall.forthwith deliver possession of the Items
to the Lessor in the same condition as when received, ordinary
wear and tear excepted, and such Items shall meet the.stahdards
then in effect under the applicable rules of any governmental
agency or other organization with jurisdiction over such Items
and the applicable standards then in effect for such Items
under the interchange rules of the Association of American
Railroads. For the purposés of delivering possession of any
Item of ﬁquipment to the Lessor as above required, the Lessee
shall at its own cost, expense and risk:

| (i) Forthwith pIEce such Iféms upon such storage
tracks or at such storage facility as the Lessor and the Lessee
may reasonably agree, or in the absence.of such agreement, upon
storage tracks at not more than three (3) separate locations
within the continental United States as the Lessee may
reasonably designate;

(ii) Permit the Lessor to store such items on

‘such tracks at the risk of the Lessee during the first ninety
(90) days of any storage period or until such Items have been
sold, leased or otherwise disposed of by the Lessor, whichever
first occurs, provided that the Lessee will use its best
efforts to arrange for storage at such locations or for other
suitable storage elsewhere, at the sole cost, expense and risk
of the Lessor for a longer period, as to any Items not sold,
leased or otherwise disposed of by the Lessor within such

initial ninety (90) day period.



(iii) Within such initial ninety’(90) day period
and upon at least fifteen (15) day's prior written notice from
the Lessor to the Lessee, transport the same within a reason-
able time to one of the three locations at which any of the
Items are then stored, which location shall be determined at
Lessee's option; and the removal, assembling, delivery, storage
(except as above provided) and transporting of the Items as
hereinabove provided shallﬂbe at the expense and risk of the
Lessee aﬁd are of the essence of this Lease, and upon applica-
tion to any court of equity having jurisdiction in the premises
the Lessor shall be entitled td'a decree‘ééainst the Lessee re-
quiring specific performance éf the covenants of the Lessee so
to remove, assemble, deliver, store and transport the Items.
During the first ninety (90) days of any storage period, the
Lessee shall maintain insurance on the Items of Equipment in
accordance with Section 12 hereof and shall upon notice permit
the Lessor or any person.designated by it, including the autho-
rized representative or representatives of any prospective pur-
chaser or lessor or any such Item, to inspect the same; pro-

vided; however, that the Lessee shall not be liable, exéept in

the case of negligehce of the Lessee or of its employees or
agents, for any injury to, or the death of, any person exer-
cising, either on behalf of the Lessor or any prospective pur-
chaser or lessor, the rights of inspection granted under this
sentence.

Any such Item shall be returned in the condition in which

such Item is required to be maintained pursuant to Section 9

- 10 -



hereof. Each Item, upon redelivery pursuant hef%to,'shall be
free and clear of all mortgages, liens, security interests,
charges, encumbrances and claims (Liens), other than Liens
resulting from voluntary action by the Lessor without the prior
approval of the Lessee and Liens described in Section 7(g) of
the pParticipation Agreement (such Liens being herein referred

to as Lessor's Liens),

Without in any way 1imiting the obligation of the Lessee
under the foregoing p;ovisions of this Section 5, the Lessee
hereby irrevocably appoints the Lessor as the égent and
attorney-in-fact of the Lesseef'with fulr/éower and authority,
at any time while the Lessee is obligated fo deliver possession
of any Item to the Lessor, to demand and take possession of
such Item in the name and on behalf of the Lessee from whomso-
ever shall be in possession of such Item at the time.

SECTION 6. Warranties of the Lessor

(a) The Lessor warrants that during the term of this
Lease, so long as no Event of Default has occurred and is
continuing, the Lessee's use of the Equipment shall not be
interrupted by the Lessor or anyone claiming by, through or
‘under the Lessor and each Item will be and remain free and
clear of any Lessor's Liens.

(b) The warranties set forth in paragraph (a) of this
Section are in lieu of all other warranties of the Lessor,
whether written, oral or implied with respect to this Lease or
the Equipment; and the Lessor shall not be deemed to have made,

and the LESSOR LEASES THE EQUIPMENT AS-IS AND HEREBY DISCLAIMS

- 11 -
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ANY OTHER REPRESENTATION OR WARRANTY, EITHER EXPkESS OR
IMPLIED, AS TO ANY MATTER WHATSOEVER, INCLUDING, WITHOUT LIMI-
TATION, THE TITLE, DESIGN OR CONDITION OF THE EQUIPMENT, ITS
MERCHANTABILITY OR ITS FITNESS FOR ANY PARTICULAR PURPOSE, THE
QUALITY OF THE MATERIAL OR WORKMANSHIP OF THE EQUIPMENT OR
CONFORMITY OF THE EQUIPMENT TO THE PROVISIONS AND SPECIFICA-
TIONS OF ANY PURCHASE OﬁDER OR ORDERS RELATING THERETO, NOR
SHALL THE LESSOR BE LIABLE'FOR INCIDENTAL OR CONSEQUENTIAL
DAMAGES kINCLUDING STRICT LIABILITY IN TORT), but the Lessor
authorizes the Lessee, at the Lessee's expense, to assert for
the Lessor's account, during tﬁé term offﬂhis Lease, so long as
no Event of Default shall havé occurred héreunder and be
continuing, all of the Lessor's rights under any applicable
manufacturer's or seller's warranty, patent and other agree-
ments and the Lessor agrees to cooperate with the Lessee in

asserting such rights; provided, however, that the Lessee shall

indemnify and shall hold the Lessor harmless from and against
any and all claims, and all costs, expenses, damages, losses
and liabilities incurred or suffered by the Lessor in connec-
tion with, as a result of, or incidental to, any action by the
Lessee pursuant to the above authorization. Any amount receiv-
ed as payment under any such warranty, patent or other agree-
ments shall be payable to the Lessor and, if no Event of De-
fault has occurred and is continuing hereunder, such amount
shall be applied (i) if the breach of agreement resulted in de-
fects or deficiencies in the Equipment, to restore or as reim-

bursement to the Lessee for the restoration of the Equipment to

- 12 -



the condition required by Section 9 hereof and if any excess
funds are available after application as set forth in (i), then
(ii) if such breach resulted in other loss, including. loss of
actual or potential income, expense or liability, to pay any
such loss, expense or liability or as reimbursement to the Les-
see for any payments of»that nature made or incurred by the

Lessee, and (iii) the balance to the Lessor.

SECTION 7. Liens

The Lessee will not mortgage, encumber or directly or
indirectly create, incur, assume or suffer to exist any Liens
on or with respect to the Equiﬁﬁent, titlé:thereto or any in-
terest therein (and the Lesseé will promptiy, at its own ex-
pense, take such action as may be necessary to duly discharge
any such Lien), except (a) the respective rights of the Lessor
and the Lessee and under subleases made by the Lessee, as here-
in provided, (b) Lessor's Liens, (c¢) Liens for taxeé either not
yet due or being contested in good faith and by appropriate
proceedings, if independent counsel for the Lessor shall have -
determined that the nonpayment of any such tax or the contest
of any such payment in such proceedings do not, in the reason-
able opinion of such counsel, adversely affect the title, pro-
perty, or rights of the Lessor or the security interest of the
Lender under the Security Agreement, and (d) inchoate material-
men's, mechanics', workmen's, repairmen's, employees' or other
like Liens arising in the ordinary course of business of the
Lessee and not delinquent, and (e) Liens granted by the Lessor

to any assignee or security assignee of the Lessor.

- 13 -



SECTION 8. Taxes 4

(a) Except as provided in part (b) of this Section,
the Lessee agrees to pay and to indemnify the Lessor for, and
hold the Lessor harmless from and against, all income, fran-
chise, sales, use, personal property, ad valorem, value added,
leasing, leasing use, stamp or other taxes, levies, imposts,
duties, charges, or withholdings of any nature, licensing or
registration fees, togetheflwith any penalties, fines or inter-
est theréon or reasonable attorneys' fees incurred by the Les-

sor with respect thereto (Impositions), arising out of the

transactions contemplated by tHis Lease and imposed against the
Lessor, the Lessee or the Equipment by any federal, state,
local or foreign government or taxing authority upon or with
respect to the Equipment or upon the sale, purchase, ownership,
delivery, leasing, possession, use, operation, return or other
disposition thereof, or upon the rentals, receipts or earnings
arising therefrom, or upon or with respect to this Lease un-
less, and only to the extent that, the Lessee shall have given
to the Lessor written notice 90 days prior to the date for pay-
ment of any such Imposition, which notice shall state that such
Imposition is being contested by the Lessee in good faith and
by appropriate proceedings and independent counsel (who may be
Lessor's regularly retained general counsel) for the Lessor
shall have determined that the nonpayment thereof or the con-
test thereof in such proceedings does not, in the reasonable
opinion of such counsel, adversely affect the title, property

or rights of the Lessor, or the security interest of the Lender

- 14 -
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under the Security Agreement. All amounts payable by the Les-
see under this Section 8 shall be payable to the extent not
theretofore paid, on written demand of the Lessor. If a claim
is made against the Lessee or the Lessor for any Imposition,
the party receiving notice of such claim shall promptly notify
the other. 1In case any report or return is required to be
made, whether in the name of the Lessor or the Lessee (includ-
ing, without limitation, ail state and local sales, use and
property.tax returns) with respect to any obligation of the
Lessee under this Section 8 or arising out of this Section 8,
the Lessee will either (after ﬁbtice to tﬁé Lessor) make such
report or return in such mannér as will show the ownership of
the Equipment in the Lessor or will notify the Lessor of such
requirement and make such report or return in such manner as
shall be satisfactory to the Lessor. The Lessor agrees to
.cooperate fully with the Lessee in (a) the preparation of any
such report or return and (b) provided the Lessee‘shall pay all
costs and expenses of the Lessor, any contest contemplated in
this Section 8.
(b) The Lessee's obligations under paragraph (a) of
this Section 8 shall not apply to:
(1) Impositions on, based on, or measured by,
the net income of the Lessor imposed by the United States;
(2) Impositions on, based on, or measured by,
the net or gross income of the Lessor (A) imposed by the
state or any local government or taxing authority within

the state in which the Lessor's principal office is or may

- 15 -



be located or (B)iimposed by any other state or local
government or taxing authority, but only to the exten£ that
payment of such Impositions to such other state or local
government or taxing authority reduces Impositions payable
by the Lessor to the state or any local government or tax-
ing authority within the state in which Lessor's principal
office is or may be located.

(3) AImpositions incurred solely by reason of any
voluﬁtary transfer or any involuntary transfer resulting
from any exercise by any creditor of the Lessor of such
creditor's rights of any interest in.fhe Equipment or any
portion thereof or the Leése at a time when such Equipment
is leased under the Lease and no Event of Default (or other
event which with the lapse of time or the giving of notice
or both would constitute an Event of Default) has occurred
and is continuing (not including any transfer pursuant to
Section 11 of the Lease unless the Lessee has paid in full
the Causualty Value or the Termination Value as required by
Section 11 and all other amounts due pursuant to Section
11, not including any transfer pursuant to Section 18 of
the Lease and not including any transfer pursuant to
Section 12 of the Participation Agreement).

(4) Impositions on the excess of any net
insurance proceeds, condemnation payments, damages or other
amounts over Casualty Value or the excess of any proceeds
of sale over Termination Value retained by the Lessor under

Section 11 ©of the Lease;

- 16 -
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(5) Iméositions incurred solely by reason of any
event occurring after the return of the Equipment at or
after the end of the term of the Lease, as scheduled, as
renewed pursuant to Section 16 of the Lease, or as termi-
nated pursuant to Section 11 of the Lease; and

(6) Impositions to the extent the Lessor's gross
negligence or willful misconduct causes or deprives the
Lessee of legal rights‘to avoid or reduce the same.

.If the Lessor is indemnified by the Lessee with re-
spect to an Imposition as provided in this Section 8 and as a
direct result thereof the tax Iiability of}the Lessor is re-
duced in the year of payment 6r any subseqhent year, the Lessor
shall pay the Lessee the sum of (i) the amount by which the
Lessor's tax liability has been so reduced and (ii) any reduc-
tion in the Lessor's tax liability attributable to the deduc-
tion of the amount described in this sentence; provided, how-
ever, that the total of such payments by the Lessor shall not
exceed the total of indemnity payments made by the Lessee in
respect of such Imposition and no such amount shall be payable
to Lessee at any time when an Event of Default (or any event
which with the lapse of time or the giving of notice or both
would become an Event of Default) has occurred and is continu-
ing.

No amount shall be payable under paragraph (a) of this
Section to the extent any payment of Casualty Value or Termina-
tion Value by the Lessee has indemnified the Lessor for any

amount otherwise payable pursuant to this Section. If the Les-
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see makes both an indemnity payment with respect to an Imposi-
tion ﬁnder this Section and also makes either a payment of
Casualty Value or a payment of Termination Value, then in such
event an appropriate adjustment shall be made, if necessary, to
prevent duplication of payment by the Lessee for such Imposi-
tion. The obligations‘under this Section 8 will survive the
expiration or earlier termination of this Lease.

(c) The amount of each indemnity payable by the Les-
see undef this Section shall be increased to such amount as
will, after taking into account all Impositions imposed with
respect to the receipt of suchfandemnitnyQ the Lessor or any
payment by the Lessee for the:Lessor's account (as the same may
be increased under this sentence) and any deductions or credits
attributable to the Impositions for which the indemnity payment
has been made, equal the amount of such indemnity.

SECTION 9. Use, Location, Maintenance and Opecration; Identi-
. fying Marks

(a) The Lessee agrees that the Equipment will be
used, and when redelivered to the Lessor will be, in compliance
with any and all statutes, law, ordinances and regulations of
any governmental agency and the interchange rules of the Asso-
ciation of American Railroads or its successor, applicable to
the use of the Equipment, and, subject to the provisions of
Section 14 hereof, will at all times be used solely in the con-
duct of its business and be and remain in the possession and
control of the Lessee. The Lessee agfees that no Item of

Equipment shall be used or maintained in a manner or place
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which would cause a Loss (as defined in Section'is hereof) .
The Lessee agrees that the Equipment will be used primarily in
the continental United States of America and that it will use
its best efforts to cause any Item located outside the conti-
nental United States of America to be returned to the.conti—
nental United States of America within the shortest possible
time. During the term of this Lease or any extension thereof,
the Lessee shall execute and file at the Lessee's expense any
documents necessary to perfect, protect and preserve in the
appropriate jurisdictions, in the reasonable opinion of the
Lessor and the Lender} (1) theffitle of tﬂé Lessor to, and (ii)
the security interest of the ﬁender in, subh Item of Equip-
ment. Throughout the term of this Lease or any extension
thereof, the possession, use and maintenance of the Equipment
shall be at the sole risk and expense of the Lessee.

(b) The Lessee shall use the Items of Equipment only
in the manner for which they were designed and intended and
will, at its own cost and expense, install or otherwise provide
all mechanisms, modifications and improvements required for the
Equipment to be in compliance with Section 9(a) hereof and
repair and maintain each Item of Equipment so as to keep it in
as good condition as when delivered to the Lessee hereunder,
ordinary wear and tear excepted.

(c) The Lessee will not, without the prior written
consent of the Lessor, affix or install any accessory, equip-
ment or device on any Item of Equipment leased hereunder which

will either impair the originally intended function or use or
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adversely affect the commercial value of any such Item. The
Lessee agrees that any nonremovable addition to the Equipment
which has been furnished, attached or‘affixed to any Item shall
upon attachment or affixation become the property of the Lessor
and thereupon all such accessories, equipment and devices shall
become a part of the Equipment leased hereunder and be subject
to the lien granted by the Lessor in financing the Lessor's
Cost of the Equipment. Thé Lessee agrees that each such Item
is, and éhall continue to be throughout the term of this Lease,
personal property under applicable law and the Lessee agrees to
take such action as shall be réQuired froﬁitime to time by the
Lessor to protect the Lessor'é title to eabh such Item and the
right of the Lessor to remove the same.

(d) The Lessee agrees, at its own cost and expense,
to:

(1) cause each Item of Equipment to be kept

numbered with the road number specified in Exhibit A

therefor or with the road number of any sublessee or

user thereof provided the Lessee will not change the

road number of any Item of Equipment except in accord-

ance with a statement of new road numbers to be sub-

stituted therefor, which statément previously shall

have been delivered to the Lessor and the Lender by

the Lessee and filed, recorded or deposited in all

" public offices where this Lease or the Security Agree-

ment shall have been filed, recorded or deposited;
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(2) keep and maintain, plainly, distinctly,
permanently and conspicuously marked by a plate or
stencil printed in contrasting color upon each side of
each Item of Equipment in letters not less than one
inch in height as follows:

"Subject to an Ownership and Security Interest

Recorded with the I.C.C."
with appropriate changes thereof and additions thereto
as from time to time may be required by law in order
to protect the title of the Lessor to such Item of
Equipment, its rightsfﬁnder this/Lease and the rights
of any assignee; and:

(3) keep and maintain such other markings as from
time to time may be required by law or otherwise deem-
ed necessary by the Lessor in order to protect the
title of the Lessor to such Item of Equipment, the
rights of the Lessor under this Lease and the lien
granted by the Lessor in financing the Lessor's Cost
of the Equipment.

The Lessee will not place any Item of Equipment in

operation or exercise any control or dominion over the same

until the requirements of this Subsection 9(d) have been met.

The Lessee will replace promptly any such markings which may be

removed, defaced or destroyed.

SECTION 10. Inspection

The Lessor shall have the right, but not the duty, to

inspect the Equipment. Upon the request of the Lessor, the
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Lessee shall confirm to the Lessor the last known location and
user of each Item of Equipment and shall, at any reééonable
time, and as to Items in the possession of the Lessee, make.
such Items, and the Lessee's records pertaining to the Equip-
ment available to the Lessor for inspection at such location.
As to any Items subleased or rented by the Lessee to others,
the Lessee will, within a reasonable time, make arrangements
for the Lessor to inspect such Items and the user's records
pertainingito such Items in a manner which does not interfere
with the usage of such Items by the Lessee's subleasing or

rental customer. . .

A
SECTION 11. Loss or Destruction; Requisition of Use; Optional

Termination;
(a) The Lessee agrees, it shall use reasonable

diligence to ascertain, promptly report to the Lessor and keep
the Lessor currently apprised of all important facts and
circumstances, in the event that any Item of Equipment shall be
or become damaged, destroyed, lost, stolen, or permanently
rendered unserviceable or unfit for ﬁse»for én§ reason whatso-
ever, or title thereto shall be requisitioned or otherwise
taken by any governmental authority under power of eminent

domain or otherwise (Requisition of Use), or any Item of

Equipment is returned to the manufacturer or seller thereof
pursuant to any warranty, repair or indemnity provisions of any
Purchase Contract. |

- (b) Within thirty (30) days after the Lessee's report
that there has been any damage to an Item, the Lessee shall

determine and notify the Lessor whether such Item of Equipment
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can be repaired within six (6) months from the date of such

notice (Repair Period).

(c) In the event that an Item damaged cannot be re-
paired within the Repair Period or in the event of destruction,
loss, theft, unserviceability, unfitness for use, Requisition
of Use for a étated period which exceeds the remaining term of
this Lease, a Requisition of Use for an unstated period which
exists for more than one (i) year or until after the Expiration
Date, or‘return of such Item to the manufacturer or seller
thereof without replacement thereof within six (6) months of
the date of such return (any oflsuch occufkences being referred

to as an Event of Loss), the hessee shall promptly notify the

Lessor of such Event of Loss. On the Term Lease Commencement
Date or the Basic Rent Date for the Item affected or the Janu-
ary 6 or July 6 after January 6, 1993 and on or prior to the

Expiration .date (the Settlement Date) next following the date

of such Event of Loss, the Lessee shall pay to the Lessor the
Casualty vValue of such Item, determined as of such Term Lease
Commencemeﬁt Date, Basic Rent Date or Settlement Date, together
with the full payment of Rent and any other amounts then due
with respect to such Item of Equipmeﬁt. In the event the Les-
see determines that a damaged Item can be repaired, the Lessee
shall continue to make all payments of Rent due with respect to
such Item and shall cause such Item to be repaired or return
such Item to the manufacturer for repair or replacement, within
the Repair Period and in the event an Item is returned to the

manufacturer or seller and replaced within six (6) months, the
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Lessee shall take such action as may be required'to protect the
Lessor's title to the replacement and perfect, protect aﬁd
preserve the interests of the Lessor and any security. interests
created by the Lessor therein, provided, that if the Lessee
shall fail to repair such Item within the Repair Period or
replace any such returned Item within six (6) months, the
Lessee shall, on the Basic Rent Date or Settlement Date for the
Item affected next followigg the end of the Repair Period or
‘time limit for replacement, pay to the Lessor the Casualty
Value of such Item, determined as of such Basic Rent Date or
Settlement Date, together with“the full pé&ment of Rent and any
other amounts then due with réspect to such Item of Equipment.
If such time is after the Expiration Date the Casualty Value
shall be paid at the end of the Repair Period or time limit for
replacement and the Lessee shall pay the Lessor interest at the
Overdue Rate on ah amount equal to the Casualty Value, as of
the Expiration Date, from the Expiration Date to the date the
Casualty Value is paid. If the Item to be repaired is repaired
or an Item to be replaced is replaced within the time period
allowed and is returned to the Lessor after the Expiration Date
therefor, at the time of such return the Lessee shall pay the
Lessor interest at the Overdue Rate on an amount equal to the
Fair Market Value of such Item from the Expiration Date of the
Item to the Date of its return to the Lessor. Notwithstanding
the foregoing, the Lessee, pursuant to the provisions of Sec-
tion 15 of this Lease, shall still be required to indemnify the

Lessor for any loss of Tax Benefits, as defined in Section 15



hereof, due to the replacement or modification df an Item of
Equipment as authorized hereby. Upon making such Casualty
Value payment and the full payment of Rent and any other
amounts then due with respect to such Item of Equipment, the
Lessee's obligation to pay further Rent for such Item shall
cease. Except in the case of return to the manufacturer or
seller, the Lessor shall be entitled to recover possession of
such Item, unless possession of such Item is required to be
delivered to an insurance carrier (other than the Lessee) in
order to settle an insurance claim arising out of the Event of
Loss. Except as provided in sﬁbsection (é} hereof, the Lessor
shall be entitled to retain aﬁy salvage vaiue realized other
than amounts to which an insurance carrier is subrogated. The
Lessor shall be under no duty to the Lessee to pursue any claim
relating to the Event of Loss or against any governmental
authority, but the Lessee may at its own cost and expense
pursue the same on behalf of the Lessor in such manner as may
be reasonably satisfactory to the Lessor. Any replacement Item
provided by the manufacturer or seller in exchange for the
original Item in accordance with the provisions of this Section
11 (c) shall be in as good operating condition as, and shall
have a value énd utility at least equal to, the original Item
replaced, assuming the Item replaced was in the condition and
state of repair required to be maintained by the terms hereof.

" (d) Following making of the Casualty Value payment
and the full payment of Rent and any other amounts then due

with respect to an Item of Equipment in accordance with the
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provisions of Section 1l(c), the Lessee shall, 4&s agént for the
Lessor, dispose of such Item as soon as it is able to do so for
the best price obtainable. Any such disposition shall be on an
"AS-IS", "WHERE-IS" basis without representation or warranty,
express or implied. Regardless of whether an Item suffering an
Event of Loss shall be disposed of finally by a sale, surrender
to an insurance carrier, as salvage or abandonment, the Lessor
and the Lessee agree that Qhatever proceeds, including without
limitatibn proceeds from insurance, from a manufacturer or
supplier and claims against third parties, which may be realiz-
ed relating to the Event of Loéé, provideé;the Lessee has paid
the Lessor the amounts it is fequired to pay under this Section
and no Event of Default has occurred and is continuing under
this Lease, shall be paid to and retained by the Lessee up to
the sum of (i) Casualty Value of such Item, (ii) the Lessee's
reasonable costs and expenses of disposition or obtaining such
proceeds and (iii) if such payment was made on a Settlement
Date, the amount shown in parenthesis on Exhibit B applicable
éo the relevant Settlement Date with respect to such Item, and
the excess, if any, shall be paid to the Lessor. As to each
Item of Equipment modified and each replacement Item installed
by the manufacturer or seller pursuant to any warranty or
patent indemnity provisions of any Purchase Contract, the
Lessor and the Lessee agree that such modified Item or replace-
ment Item shall be delivered to the Lessee and shall, without
any further act of the Lessor or the Lessee, be considered an

Item for all purposes of this Lease.
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(e) The Lessee.shail bear the risk of loss and shall
not be released from its obligations hereunder in the évent of
any damage or Event of Loss to any Item of Equipment after
delivery to and acceptance by the Lessee hereunder.

(f) In the case of a Requisition of Use of any Item
of Equipment for a stated period which does not exceed the
remaining term of this Lease bf such Item, éuch Requisition of
Use shall not terminate this Lease with respect to such Item,
and each and e&ery obligation of the Lessee with respect there-
to shall remain in full force and effect. So long as no Event
of Default shall have occurred and be continuigg under this
Lease, the Lessee shall be entitled to all suméfreceived by
reason of any such Requisition for Use.

(g) Unless an Event of Default or other event which,
with notice, demand and/or lapse of time, would constitute an
Event of Default shall have occurred and be continuing here-
under, the Lessee shall be entitled, at its option, upon at
least 90 days' prior written notice to the Lessor and any
assignee, to terminate this Lease on the due date of the
sixteenth (16th) installment of Basic Rent or on the due date
of any installment of Basic Rent thereafter or on any Settle-
ment Date if the Lessee shall have made a good faith determina-
tion that all (but not less than all) of the Items of Equipment
have become obsolete or otherwise uneconomical for use by the
Lessee in its business, which notice'shall specify in detail
the basis for such determination and shall be signed by the

President or a Vice President of the Lessee; provided, however,
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that such termination shall become effective only on a Basic
Rent Date or Settlement Date (hereinafter in this Subsection

(g) called the Termination Date); provided, further, that such

termination shall not take effect unless the Lessee shall have
fully complied with the succeeding paragraphs of this Sub-
section (g).

During the period from the giving of such notice to
the Termination Date, the Lessee, as agent for the Lessor,
shall usé its best efforts to obtain bids for the purchase of
all the Items of Equipmeﬁt on an "as-is", "where-is" basis, and
the Lessee shall certify to the Lessor in/Qriting the amount of
each bid received and the namé and address of the person (who
shall not be the Lessee or‘any person, firm or corporation
affiliated with the Lessee) submitting such bid. An "affili-
ate" of the Lessee shall mean any person who possesses, direct-
ly or indirectly, the right to vote at least 10% of the voting
securities of the Lessee, and any person who, directly or
indirectly, controls or is controlled by or is under common
control with the Lessee and "control" (incldding "controlled
by" and "under common control with"), as used with respect to
any person, shall mean the possession, directly or indirectly,
of the power to direct or control the direction of the manage-
ment and policies of such person, whether through the .ownership
of voting securities, by contract or otherwise. On the Termi-
nation Date, the Lessor shall, without recourse or warranty,

sell the Items of Equipment for cash to whomsoever shall have

submitted the highest bid therefor prior to the Termination



Date, and thereupon the Lessee shall cause the Ifems of Equip-
ment to be delivered to the Lessor (or directly to the pur-
chaser thereof if so directed by the Lessor). After any sale
of the Items of Equipment pursuant to this Section il, the
Lessee will not lease or otherwise use such Items and will not
permit or suffer the leasing or other .use of such Items by any
person affiliated with the Lessee., If the sale of all Items of
Equipment shall not occur én the Termination Date, the Lessee
shall not cause such delivery of the Items of Equipment to the
Lessor; and this Lease shall continue in full force and
effect. The Lessor shall be uﬂaer no dut§ito (but may) solicit
bids, inquire into the efforté of the Lessée to obtain bids or
otherwise to take any action in connection with any such sale.
The total sales price realized at such sale of the
Items of Equipment shall be paid to the Lessor and, in addi-
tion, on the date of such sale, the Lessee shall pay to the
Lessor (i) the excess, if any, of the Termination Value of the
Items of Equipment computed as of the Termination Date over the
net sales price of such Items after deducting from such sale
price any reasonable costs and expenses incurred by the Lessor
in connection with such sale and (ii) the full payment of Rent
and any other amounts then due with respect to such Items of
Equipment. 1If the Lessee has paid to the Lessor all amounts
required to be paid under this Lease on the Termination Date,
then the Lessor shall pay or refund to the Lessee the amount
shown in parentheses on Exhibit D applicable to the relevant

Termination Date with respect to such Items of Equipment plus
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the amount of the Leséee's expenses incurred in ‘connection with
such sale; provided, however, that the Lessor's obligation to
make such payment or refund to the Lessee shall be limited to
an amount equal to the excess of (i) the net sales price rea-
lized and paid to the Lessor over (ii) the Termination Value of
the Items of Equipment computed as of the Termination Date plus
any reasonable costs and expenses incurred by the Lessor, in

connection with such sale.

SECTION'iZ. Insurance

| The Lessee will at all times after the Closing Date,
at its own expense, keep or cause to be kébt such Item insured
by a reputable insurance compény-or compadies, satisfactory to
the Lessor, in amounts, against all risks and with deductibles
acceptable to the Lessor. Any such insurance may be carried
under blanket policies so long as such policy otherwise com-
plies with the provisions of this Section 12. All such insur-
ance and deductibles thereunder shall be satisfactory in form
and content to the Lessor and the Lender and shall cover the
interest of the Lessor and the Lender in the Items, as their
interests may appear, and shall protect the Lessor and the
Lender in respect of risks arising out of the condition,
maintenance, use, ownership, or operation of the Items. Such
insurance may provide that losses of less than $3,000 for each

Item or $50,000 in the aggregate for any one occurrence shall

be adjusted with the Lessee. All liability policies shall name
the Lessor as an additional insured. All policies required

hereby covering loss or damage to any Item shall name the
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Lessor as an additional insured and the Lender ‘as loss payee
and shall provide that any payment thereunder for any loss or
damage shall (except as provided below) be made to the Lender
and the Lessor, as their interests may appear, payment to the
Lender to be made under a standard loss payable clause satis-
factory to the Lessor .and the Lender and shall provide that the
insurer thereunder waives all rights of subrogation against the
Lessor and the Lender, and“that such insurance as to the inter-
ests of ﬁhe Lessor and the Lender therein shall not be invali-
dated by any act or neglect of the Lessor, the Lessee or the
Lender or by any foreclosure of.other remééial proceedings or
notices thereof relating to tﬂe Items or any Items or any
interest therein nor by any change in the title or ownership of
the Item or any interest therein or with respect thereto, or by
the use or operation of the Items for purposes more hazardous
or in a manner more hazardous ‘han is perﬁitted by such

policy. No such policy shall contain a provision relieving the
insurer thereunder of liability for any loss by reason of the
existence of other policies of insurance covering the Items
against the risks involved, whether collectible or not. If no
Event of Default has occurred and is continuing hereunder, all
proceeds of insurance received by the Lessor and the Lender
with respect to any Items of Equipment not suffering an Event
of Loss shall be paid to the Lessee upon proof satisfactory to
the Lessor and the Lender that any damage to’any Item with
respect to which such proceeds were paid has been fully repair-

ed and the Item has been restored to the condition required
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hereunder. Any such procéeds of insurance received by the Sy
Lessor and the Lender with respect to an Event of Loss shall be ‘ﬁ%
credited toward the payment required by this Lease with respect
to an Event of Loss. The Lessee shall upon request of aﬁy such !
party, allow the Lender and the Lessor an opportunity to read
and review the insurance policies required hereunder and shall
furnish each of such parties certificates or other satisfactory .
evidence of maintenance of the insurance required hereunder and
with respec£ to any renewal policy or policies shall furnish
certificates evidencing such renewal not less than thirty (30)
days prior to the expiration date-of the original policy or
renewal policies. All such policies shall provide that the
same shall not be cancelled or materially altered without at
least thirty (30) days prior written notice to each ‘assured
named therein.

The certificates or other evidence of insurance
presented on the Closing Date and approved by the Lessor and
Lender, as evidenced by the Lessor's purchase of the Equipment L
on such date and the Lenders making of the loan, may specify
policy limits, deductible amounts and policy provisions less
favorable than the insurance actually carried by the Lessee.
The policy limits, deductible amounts and policy provfsions
stated in the certificates or other evidence of insurance
delivered and approved by the Lessor and the Lender on the
Closing Date, shall establish for the term of this Lease, the
minimum insurance coverage required by the terms of this

Section.
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SECTION 13. Indemnification ;

/

Except as otherwise provided herein, thg Lessee¢ agrees
to assume liability for, and does hereby agree to indemnify,
protect, save and keep harmless the Lessor and its agenﬁs,
employees, shareholders, officers and directors from and
against any and all liabilities, obligations, losses, damages,
penalties, claims (including, without limitation, claims in-
volving strict or absolute Iiability),‘actions, suits, costs,
expenses énd disbursements (including, without limitation,
legal fees and expenses) of any kind and nature whatsoever
(Claims) which may be imposed onj; incurred/q; asserted against
the Lessor or such persons whether or not the Lessor, or such
persons shall also be indemnified as to any such Claim by any
other persons, in any way relating to or arising out of this
Lease or any document contemplated hereby or the performance or
enforcement of any of the terms hereof or thereof, or in any
way relating to or arising out of the manufacture, purchase,‘
acceptance, rejection, ownership, delivery, lease, sublease,
possession, use, operation, maintenance, condition, registra-
tion, sale, return, storage or disposition of any Item of
Equipment or any accident in connection therewith (including,
without limitation, latent and other defects, whether or not
discoverable and any Claim for patent, trademark or copyright

infringement); provided, however, that the Lessee, shall not be

required to indemnify the Lessor or such persons with respect
to (a) any Claim in respect of any Item of Equipment arising

from acts or events which occur after possession of such Item

S o A PV e e e e .

-

———— p—




of Equipment has been redelivered to the Lessor or this Lease
has been terminated pursuant to Section 11 hereof as to Items
in respect of which the Claim arises, or (b) any Claim of such
indemnified party resulting from acts of such indemnified party
which would constitute the willful misconduct or gross negli-
gence of such party or default by such party under this Lease,
the Participation Agreement, the Security Agreement or the
Notes. To the extent that the Lessor, or such persons in fact
receives indemnification payments ffom the Lessee under the
indemnification provisions of this Section 13, the Lessee shall
be subrogated, to the extentfaf such indemﬁgty paid, to the
Lessor's rights with respec; té the transécéion or event
reQuiring or giving rise to such indemnity. The Lessee agrees
that the Lessor shall not be liable to the Lessee for any Claim
caused directly or indirectly by the inadequacy of any Item of
Equipment for any purpose or any deficiency or defect therein

- or the use or maintenance thereof or any repairs, servicing or
adjustments thereto, all of which shall be the risk and res-
ponsibility of the Lessee. The rights and indemnities of the
Lessee hereunder are expressly made for the benefit of, and
shall be enforceable by, the Lessor notwithstanding the fact
that the Lessor is either no longer a party to this Lease, or
was not a party to this Lease at its outset. Any party in-
demnified hereby shall give the party obligated to defend or
indemnify it, prompt written notice of any claim or occurrence
(of which it has knowledge) which may give rise to any obliga-

tions under this Section.
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SECTION 14. Assignment by Lessee, Subleasing

Without the prior written consent of Lessor, the
Lessee shall not assign this Lease in whole or in part or
create, incur or allow any lien, encumbrance or claim to exist
with respect to the Lessee's leasehold interest hereunder.
Provided no Event of Default has occurred and is continuing
hereunder, the Lessee shall have the right without the prior
written consent of the Leséor to sublease the Equipment or any
Item to any person, firm or corporation in the ordinary course
of the Lessee's business. Under no circumstances shall any
such sublease (a) affect the oﬁiigations 6f the Lessee to the
Lessor hereunder which shall Se and remain those of a prinéipal
and not a guarantor or (b) exceed the term of this Lease for
the Item subleased (unless the Lessee shall have given notice
that its option to renew this Lease for a period exceeding the
term of such sublease) or contain provisions inconsistent with
this Lease and each sublease shall be subject and subordinate
to this Lease in all respects. No sublease, other relinquish-
ment of the possession of any of the Equipment, or assignment
by the Lessee of any of its rights hereunder done with the
written consent of the Lessor shall in any way discharge or
diminish any of the Lessee's obligations to the Lessor
hereunder.

SECTION 15, Tax Indemnification

" (a) The Lessee understands that the Lessor expects to

realize the following tax benefits (the Tax Benefits):




(i) the investment credit under Section 38 of
the Code for property with é useful life of more than seven
(7) years equal to ten percent (10%) of Lessor's Cost for
each Item of Equipment;

(ii) depreciation deductions with respect to the
Lessor's Cost for each Item of Equipment over an asset
depreciaton period of twelve (12) years to a net salvage
value of zero (0), coméuted initially under the double
declining balance method of depreciation provided in
Section 167(b) (2) of the Code and then switching to the
sum-of-the-years digit metHod of depbééiation provided by
Section 167(b) (3) of the éode, all without the consent of
the Commissioner, with the annual allowance determined
without reduction for salvage, and with the first year's
depreciation deduction being maximized by the election of
the "half-year convention" pursuant to the Treasury Regula-
tion Section 1.167(a)-11(c)(2) (as in effect on the Closing
Date);

(iii) deductions under Section 163 of the Code
with respect to interest paid or accrued on the indebted-
ness incurred by the Lessor in financing its purchase of
the Equipment; and

(iv) taxation for federal income tax purposes at
the rates in effect on November 1, 1980.

" If the Lessor shall, for any taxable year or portion
thereof, fail to realize, lose, or suffer the recapture of all

or any portion of any Tax Benefit as a result of:
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(i) any amendment, modification, ‘addition or
change made in or to the provisions of the Code, the
Treasury Regulations under the Code, published Internal
Revenue Service Revenue Procedures, Revenue Rulings or
other administrative interpretations or applicable judicial
precedents (all of_the foregoing amendments, modifications,
additions or changes being hereinafter collectively referr-

ed to as a Change in Tax Law) effective as of a date prior

to November 1, 1980;

(ii) a claim by any federal taxing authority
that any Item of Equipment’has a net;éélvage value greater
than zero (0); or |

(iii) an act or omission of the Leésee (whether
or not permitted or required by this Lease or the Partici-
pation.Agreement, including, without limitation, breach of
any of the Lessee's representations, warranties or agree-
ments contained in or made pursuant to this Lease or the
Participation Agreement, or the transactions contemplated

hereby and thereby);

then the Lessee shall pay, as an indemnity, the sum of (1) the

amount of any additional federal income tax required to be paid

with respect to such year by reason of such loss of Tax Bene-

fits, (2) the amount of any interest (net of any actual de-

crease in federal income tax caused by any allowable deduction

of such interest from taxable income), penalties or additions

to tax, and (3) the amount of any federal, state and local

taxes required to be paid by the Lessor in respect to the

- 37 -



amounts referred to in clauses (1) and (2) and the receipt of
amounts pursuant to this clause (3). 1In respect to any taxable
year for which the Lessor files its federal income tax return
as a member of an affiliated group, the term Lessor as used in
this Section 15 shall mean such affiliated group.

(b) The Lessee shall not be required to pay the
Lessor the amounts provided for in Section 15(a) if the loss of
Tax Benefit results from the occurrence of any of the following
events and would not have been suffered but for the occurrence
of such event:

(i) The Lessofﬁshall fail tSKClaim such invest-
ment credit, depreciatiéﬁ ér interestddéductions in its
income tax returns for the appropriate years or shall fail
to follow the broper procedures in claiming such investment
credit, depreciation or interest deductions and such
failure to claim or follow such procedures, as the case may
be, shall preclude the Lessor from claiming such investment
credit, depreciation or interest deductions; or

(ii) The Lessor shall not have sufficient tax
liability or taxable income to benefit from such investment
credit, depreciation or interest deductions; or

(iii) The Lessee shall have paid the Lessor the
Casualty Value or Termination Value of an Item of Equipment
pursuant to Section 11, except as proviaed in Section
15(h); or

(iv) A Tax Change becoming effective after

November 1, 1980, or
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(v) Voiuntary transfer by the Lessor or any
involuntary transfer resulting from any exercise by any
creditor of the Lessor of such creditor's rights of any
interest in the Equipment or any portion thereof or the
Lease at a time when such Equipment is leased under the
Lease and no Event of Default (or other event which with
the lapse of time or the giving of notice or both would
constitute an Event oanefault) has oécurred and is con-
tinuing (not including any transfer pursuant to Section 11
of the Lease unless Lessee has paid in full the Causualty
vValue or the Termination value as reqﬁired by Section 11
and all other amounts due:pursuant to éection 11, not
including any transfer pursuant to Section 18 of the Lease
and not including any transfer pursuant to Section 12 of
the Participation Agreement).

(c)- If at any time during the term of the Lease with
respect to an Item of Equipment the Lessor is required to in-
clude in its gross income for federal, state or local tax pur-
poses any amount in respect of or resulting from any altera- .
tion, modification, replacement, improvement or addition to

such Item made by Lessee (hereinafter called a Capital Expendi-

ture), then the Lessee shall pay, as an indemnity, (i) such
amount or amounts which, after deduction of all taxes required
to be paid by the Lessor in respect of the receipt of such
amount under the laws of any federal, state or local government
or taxing authority of the United States, shall be equal to the

sum of the net aggregate additional federal, state or local



taxes paid by the Leséor from time to time as a‘result of any
such Capital Expenditure (giving effect to any credits or de-
ductions inuring to the benefit of the Lessor as a result of
such Capital Expenditure) plus the aggregate amount. of any re-
lated interest, penalties or additions to tax payable by the
Lessor which are not deductible for federal income tax purposes
plus (ii) the amount of any interest, penalties or additions to
tax payable by the Lessor thch are deductible by the Lessor
for fedefal income tax purposes.

(d) If the Lessor shall, for any taxable year or
portion thereof, fail to realize all or aﬁy portion of any Tax
Benefit and such failure is based ®in whole or part on the
provisions of Section 12 of the Participation Agreement or any
action taken by any person pursuant to such provisions, then
the Lessee shall pay, as an indemnity, (A) a sum which, after
-reduction by all taxes required to be paid by the Lessor in
respect of the receipt of such sum under the laws of any
federal, state, local or other taxing authority in the United
States, shall be equal to the amount of any additional federal
income tax required to be paid with respect to such year by
reason of such loss of Tax Benefit and the amount of any
penalties or additions to tax which may be payable to the
United States Government and which are not deductible for
federal income tax purposes and (B) the amount of any interest,
penalties or additions to tax payable by the Lessor to the
United States Government in connection with such loss and which

are deductible for federal income tax purposes.
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(e) At the élection of the Lessee, any indemnity
payable under Section 15(a), (c) or (d) may, effective with the
Basic Rent Date next succeeding the date on which such indem-
nity would otherwise be payable, be paid through adjustment of
the Rent, the Casualty Values and the Termination Values so as
to maintain the Lessor's net returns (which shall be that set
of pre-tax economic and accounting yields and after tax cash
returns projected by the Léssor, using various assumptions with
respect fo such matters as income tax raEes; debt rates, sink-
ing fund rates, depreciation, investment tax credits, expense
amounts and amortization, residual values/énd delivery dates,
as were utilized by the Lessof in originaliy evaluating this
transaction), and such adjustments shall be set forth in a
supplement to this Lease reasonably satisfactory in form and
substance to the Lessor, the Lessee and the Lender.

(f) If a claim shall be made by the Internal Revenue
Service which, if successful, would result in a loss of Tax
Benefits under circumstances which would require the Lessee to
indemnify the Lessor, the Lessor shall promptly notify the
Lessee. If within thirty (30) days of such notice the Lessee
requests the Lessor in writing, and so long as such proceedings
do not involve any danger of sale, forfeiture or loss of any
Items of Equipment, or any interest therein, and upon the
receipt by the Lessor of (i) an opinion of independent tax
counsel, reasonably satisfactory to the Lessor, to the effect
that a meritorious defense exists as to such claim and (ii)

indemnity reasonably satisfactory to it and at the expense of
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the Lessee (including; without limitation, all costs, expenses,
losses, legal and accountants' fees and disbursements, penal-
ties and interests), then the Lessor shall in good faith
contest (after consultation with the Lessee) in the name of the
Lessee or the Lessor, the validity, applicability and amount of
such tax, fee or other charge by such proceedings as the
Lessor, after considering in good faith such request as the
Lessee shall make concerniﬁg the most appropriate mode of
contest,.as the Lessor shall in its sole discretion determine
appropriate, including (i) resisting payment thereof, (ii) not
paying the same except under pfbtest, ifxﬁkotest is necessary
and proper, and (iii) if paymént be made,‘using reasonable
efforts to obtain a refund thereon in appropriate administra-
tive and judicial proceedings; provided, however, to the extent
legally permissible, every such contesﬁ shall be made by the
Lessee in its own name or, if the Lessor so requests, in the
name of the Lessor. If the Lessee should object to a proposed
compromise of any such contest and furnish an opinion of inde-
pendent tax counsel, reasonably satisfactory to the Lessor,
stating that the proposed comprémise does not fairly reflect
the litigation potential of such contest, and if the Lessor
nevertheless accepts such compromise, such acceptance shall
operate as a waiver of the Lessor's right of indemnity against
the Lessee with respect to the specific tax, fee or other
charge being contested. If the Lessor shall obtain a refund of
all or any part of such tax, fee or other charge paid by the

Lessee, the Lessor shall pay the Lessee an amount which, after
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taking into consideration the tax consequences dhder the laws
of any federal, state, local or other taxing authority result-
ing from the receipt.of the Lessor of such a refund and the
payment hereunder to the Lessee, is sufficient to place the
Lessor in the same position as it would have been had no refund
been received by the Lessor and the Lessor had not made any
payment hereunder; provided, that such amount shall not be
payable before such time as Lessee shall have made payment of
all indemnities then due under this Section 15. If in addition
to such refund the Lessor shall receive an amount representing
interest on the amount of suqﬁv;efund, thé’Legsee shaliibe Pgid
that proportion of such interest which is fairly attributable
to taxes, fees or other charges paid by the Lessee prior to the
receipt of such refund.

(g) If the event which results in a loss of Tax
Benefits in any year for which the Lessor is indemnified by the
Lessee as providéd above has the effect of reducing the tax
liability of the Lessor, the Lessor shall pay to the Lessee the
sum of (i) the amount by which the Lessor's tax liability has
been so reduced ahd (ii) any reduction in the Lessor's tax
liability attributable to the deduction of the amount described
in this sentence; provided, however, that the total of such
payments by the Lessor shall not exceed the total of indemnity
payments made by the Lessee in respect of such indemnity and no
such amount shall be payable to Lessee at any time when an

Event of Default (or any event which with the lapse of time or
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the giving of notice or both\would become an Event of Default)
has occurred and is continuing.

(h) All of the indemnities and agreements of the
Lessee contained in Section 13 and in this Section 15 shall
survive and continue .in full force and effect notwithstanding
termination of this Lease or of the lease of any or all Items
of Equipment hereunder.

(i) Any amount payable in accordance with this
Section 15 shall be payable on the Lessee's receipt of the
invoice of the Lessor which ipvoice shall contain an explana-
tion of the calculations usedﬁto determine‘ghe amount of such
payment. Each such invoiceﬂéhall be acco&p;ﬁied by a statement
from an officer of the tax department of the Lessor that he has
examined the determination of the amount due and that, in his
opinion, such amount due has been properly calculated pursuant
to this Section 15.

(J) The Lessee agrees that neither it nor any corpo-
ration controlled by it, in control of it, or under common
control with it, directly or indiréctly, will at any time take
any action or file any returns or other documents inconsistent
with this Section 15 and that each of such corporations will
file such returns, take such action and execute such documents
as may be reasonable and necessary to facilitate accomplishment
of the intent hereof. The Lessee agrees to keep and make
available for inspection and copying by the Lessor such records

as will enable the Lessor to determine it is entitled to the

full benefit of the Tax Benefits.
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(k) No amount shall be payable under this Section to
the extent any payment of Casualty Value or Termination Value
by the Lessee has indemnified the Lessor for any amount other-
wise payable pursuant to this Section. If the Lessee makes
both an indemnity payment with respect to a loss of Tax Bene-
fits and also makes either a payment of Casualty Value or a
payment of Termination Value, then in such event an appropriate
adjustment shall be made, if necessary, to prevent duplication
of payment by the Lessee for such loss.

SECTION 16. - Lease Extension, Right of First Refusal

(a) Provided that,tﬁis Lease hasfﬁot been terminated
and provided that no Event Sf ﬁefault hasdoééurred and is
continuing hereunder, the Lessee shall have the option to
extend the term of this Lease with respect to all (but not less
than all) Items then subject to this Lease for a term of 18
months for a rental equal to the Fair Market Rental Value
thereof for the length of such period determined as of the end
of term of this Lease.

(b) Not less than one-hundred and eighty (180) days
prior to the Expiration Date or end of the last renewal period,
the Lessee may indicate, by written notice to the Lessor, the
Lessee's interest in exercising ghe Lessee's lease extension,
which notice shall set forth the Lessee's estimate of the Fair
Market Rental Value and the Fair Market Value of the relevant
Items as of such date. 1If, on or before a date one-hundred and
fifty (150) days prior to such date, the Lessor and the Lessee

are unable to agree upon a determination of the Fair Market
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Rental Value and the Fair Market Value, such amounts shall be
determined in accordance with the procedure for Appraisal.
After a determination has been made in accordance with the
procedure described above, the Lessee may exercise its option
to extend the term of this Lease by delivering written notice
of such exercise to the Lessor not less than one-hundred and
twenty (120) days prior to the Expiration Date or end of the
last renewal period. The Lessee shall have no right of early
termination comparable to that provided in Section 11 hereof
during any extended period of this Lease, and the Casualty
Value applicable to any Item’ shall be an amount equal to the
Fair Market Value of the Item plus the Rent payment due on the
next payment date of such extended period.

(c) Provided that the Lessee is not in default here-
under, the Lessor shall not, at any time.on or prior to the
date one-hundred eighty (180, days after the end of the
original term (or, if applicable, any renewal term) of the
Lease, sell, transfer or otherwise dispose of the Eguipment
unless: |

(1) the Lessor.shall have received from a
responsible purchaser or purchasers a bona fide offer,
or offers in writing, satisfactory to the Lessor to
purchase all or any portion of the Items of Equipment;

(2) the Lessor shall have given the Lessee
notice (i) setting forth the proposed purchase price,
the proposed date of purchase and whether arrangements

have been made for deferred payment of the purchase
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price, and (ii) offering to sell such Items of Equip- °
ment to the Lessee upon the same terms and conditions
as those set forth in such notice; and

(3) the Lessor shall not have received written
notification from the Lessee within twenty (20) days
following such notice of the election to purchase such
Items of Equipment upon such terms and conditions.

SECTION 17. Events of Default

The term Event of Default, wherever used herein, shall

mean any of the following events under the Lease listed below
(whatever the reason for suchEvent of Deféﬁlt and whether it
shall be voluntary or involdhtéry or come&a56ut or be affected
by operation of law or pursuant to or in compliance with any
judgment, decree or order of any court of any order, rule or
regulation of any administrative or governmental body).

(a) The Lessee or any assignee shall fail to make any
payment of Rent after the same shall become due and such
failure shall continue for five (5) days after written notice
thereof from the Lessor to the Lessee; or

(b) The Lessee shall fail to maintain insurance in
accordance with the requirements of Section 12 hereof; or

(c} The Lessee shall fail to perform or observe any
other covenant, condition, or agreement to be performed or
observed by it under this Lease or any agreement, document or
certificate delivered by the Lessee-in connection herewith, and
such failure shall continue for thirty (30) days after written

notice thereof from the Lessor to the Lessee; or
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(d) United States Leasing International, Inc. (USLI)
or the Lessée shall fail to perform or observe any covenant,
condition, or agreement to be performed by it under the Parti-
cipation Agreement or any agreement, document or certificate
delivered by USLI or the Lessee in connection therewith, and
such failure shall continue for thirty (30) days after written
notice thereof from the Lessor to the Lessee and USLI; or

(e) Any representation or warranty made by the Lessee
in this Lease or by the Lessee or USLI in the Participation
Agreement, or in any other document (including financial state-
ments) or certificate furnisﬁéd to the Leségr in connection
therewith, except the repreéénéations anddwgfranties contained
in Section 9(f) of the Participation Agreement, shall prove to
have been incorrect in any material respect when any such
representation or warranty was made or given; or

(£) The Lessee or USLI becomes insolvent or generally
is not paying its debts as such debts become due; or any of
them applies for, consents to or acquiesces in the appointment
of a trustee or a receiver, or a trustee or receiver for any
property of any thereof; or, in the absence of such applica-
tion, consent or. acquiescence, a trustee or receiver is
appointed for the Lessee or USLI, or for a substantial part of
the property of any thereof, and is not discharged within sixty
(60) days; or any bankruptcy, reorganization, debt arrangement
or other proceeding under any bankruptcy or insolvency law or
any dissolution or liquidation proceeding is instituted by or

against the Lessee or USLI and, if instituted against the



Lessee or USLI is consented to or acquiesced in or remains for
ninety (90) days undismissed; or

(g) Any obiigation of the Lessee or USLI for borrowed
money the aggregate outstanding principal amount of which is in
excess of $250,000, or for the payment of rent under leases of
real or personal property having aggregate remaining unpaid
rentals in excess of $250,000, or for the deferred purchase
price of property having aggregate remaining unpaid payments in
excess of $250,000 becomes or is declared to be due and payable
prior to its express maturity by reason of default by the
Lessee or USLI in the perfonﬁénce or observation of any obliga-
tion or condition; or o J

(h) The Lessee shall attempt to or remove, sell,
transfer, encumber, part with possession of, assign or sublet
any Item of Equipment in viola£ion of the terms of this Lease;
or

(i) Any Lien shall be asserted against or levied or
imposed upon the Equipment, and such Lien shall not be
discharged or removed within thirty (30) calendar days after
written notice from the Lessor or any assignee of the Lessor
demanding the discharge or removal thereof.

SECTION 18. Remedies

Upon the happening of an Event of Default, the Lessor shall
(except to the extent otherwise required by law) be entitled to:
(i) Proceed by appropriate court action or actions to

enforce performance by the Lessee of the applicable covenants
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and terms of this_Leaée or to recover damages for the breach
thereof;

(ii) Repossess any or all Items of Equipment without
prejudice to any remedy or claim hereinafter referred to;

(iii) Elect to sell any or all Items of Equipment,
after giving fifteen (15) days' notice to the Lessee, at one or
more public or private sales and recover from the Lessee as
liquidated damages for thewLessee's default hereunder an amount
equal to.the amount, if any, by which (A) the sum of (i) the
aggregate Caéualty Value of such Items of Equipment determined
as of the rent payment date next followinélthe date such notice
is given, (ii) all Rent owing:hereunder to and including the
rent payment date immediately following the date such notice is
given, (iii) all reasonable costs and expenses incurred in
searching for, taking, removing, keeping, storing, repairing,
restoring, and selling such Items of Equipment, (iv) all other
amounts owing by the Lessee hereunder, whether as additional
Rent, indemnification or otherwise, and (v) all costs and
expenses, including (without limitation) reasonable legal fees
and expenses, incurred by the Lessor as a result of the
Lessee's default hereunder, exceeds (B) the amount received by
the Lessor upon such public or private sales of such Items of
Equipment;

(iv) Upon notice to the Lessee receive prompt payment
from the Lessee of an amount equal to the aggregate Casualty
Value determined as of the rent payment date next following the

date such notice is given of all Items of Equipment which have
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not been sold by the Lessor pursuant to clause (iii)'above
plus, to the extent not otherwise recovered from the Lessee
pursuant to said clause (iii) above, (a) any Rent and other
amounts owing hereunder to and including the rent payment date
immediately following the date such notice is given, (b) all

' reasonable costs and expenses incurred in searching for,
taking, removing, keeping, storing, repairing and restoring
such Items of Equipment, (;) all other amounts owing by the
Lessee héreunder whether as additional Rent, indemnificétion or
otherwise, and (d) all costs and expenses, including (without
limitation) reasonable legal fées and expéhses, incurred by the
Lessor as a result of the Leséee's defaulf hereunder; provided
that upon receipt of payment in full of such amount, the Lessor
shall transfer to the Lessee, without any representation or
warranty of any kind, express or implied, whatever title to
such Items of Equipment it may have, free of all liens arising
by, through or under the Lessor or any of its affiliates;

l(v) By notice to the Lessee, declare this Lease ter-
minated without prejudice to the Lessor's rights in respect of
obligations then accrued and remaining unsatisfied; or

(vi) Avail itself of any other remedy or remedies
provided for by any statute or otherwise available at law, in
equity, or in bankruptcy or insolvency proceedings.

The remedies herein set forth or referred to shall be
cumulative. The references to additional Rent in clauses (iii)
and (iv) of this Section 18 shall each include, without limita-

tion, interest at the Overdue Rate, to the date of receipt by
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the Lessor of the amount payable under said cladse, er install-
ments of rent owing hereunder to and including the rent payment
date immediately foliowing the date on which notice is given
under said clause, from the respective due dates of such
installments, and interest on all other costs, expenses and
losses for which the Lessor is entitled to payment under said
clause from the respective dates incurred by Lessor.

| In the event that on or after July 6, 1993 any or all
Items of Equipment are repossessed pursuant to clause (ii) of
this Section or sold pursuant to clause (11) of this Sectlon,.
the Lessee shall be entitled to the lesser ‘of the follow1ng 4
amounts:

(i) the amount shown in parentheses on Exhibit B with
respect to such Items determined as of the rent payment
date next following the date the sale is made with respect
to the applicable‘Item or the date repossession of the

‘applicable4Item is effected.

(ii) the excess, if any, of (A) the sum of the
proceeds resulting from the sale of the Items and the Fair
Market Values.of any unsold Items; over (B) the sum with
respect to such Items which equals the total of (i) the
Casualty value of such Items of Equipment determined as of
the rent payment date next following the date such notice
is given, (ii) all Rent owing hereunder to and including
the rent payment date immediately following the date such
notice is given, (iii) all reasonable costs and expenses

incurred in searching for, taking, removing, keeping, stor-
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'ing, repairing, restoring, and selling such Items of Equip-
ment, (iv) all other amounts owing by the Lessee hereunder,
whether as additional Rent, indemnification or otherwise,
and (v) all costs and expenses, including (without limita—
tion) reasonable legal fees and expenses, incurred by the

Lessor as a result of the Lessee's default hereunder.

SECTION 19. Notices

All communications and notices provided for herein
shall be in writing and shall become effective one (1) business
day after deposit in the United States mail, with proper
postage for first-class mail prepaid certified or registered

return receipt requested, addressed: g

. (a) 1if to the Lessor at:

P.O. Box 3586
Seattle, Washington 98124

Attention: Large Ticket and Leveraged Leasing
‘(b) 1if to the Lessee at:

633 Battery Street .
San Francisco, California 94111

Attention: President

with a copy to USLI at the same address as the Lessee, Atten-
tion: President.

SECTION 20. Lessor's Right to Perform for Lessee.

If the Lessee shall fail to make any payment due here-
under or to perform or comply with any of its covenants and
agreements contained herein, the Lessor may give notice of such

failure to the Lessee and, within ten days after such notice is
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given, the Lessor4may'itself make such payment or perform 6r
comply with such agreements or covenants except that if the
Lessee's failure creates substantial risk or harm to or forfei-
ture of any of the Equipment, the Lessor may make such payment or
per form or comply with such agreements or covenants concurrently
with or at any time after the giving of such notice and the
“amount of the reasonable expenses of the Lessor (including attor-
neys' fees and expenses) iﬁcurred in connection with such payment
of the pérformance of or compliance with such agreements or cove-
nants as the case may be, together with interest thereon at the
Overdue Rate, shall be deemed Rént, payabié by the Lessee upon
demand. No such payment, performanée or cbmpliance by the Lessor
shall be deemed to cure any Event of Default arising out of such
failure of the Lessee to pay, perform or comply.

SECTION 21. Further Assurances.

The Lessee will promptly and duly execute and deliver to
the Lessor such documents and assurances and take such further
action as the Lessor may from time to time reasonably request in
order to carry out more effectively the intent and purpose of
this Lease and to establish- and protect the rights and remedies
created or intended to Be created in favor of Lessor hereunder,
including, without limitation, if requested by the Lessor and at
the expense of the Lessee, the recording or filing of counter-
parts hereof, or of such other documents with respect hereto, in
accordance with the laws of such jurisdictions hereto, in accor-
dance with the laws of such jurisdictions as Lessor may from time

to time reasonably request and so advise Lessee in writing.
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SECTION 22. Amendments and Miscellaneous ‘

(a) The terms of this Lease shall not be waived, alter-
ed, modified, amended, supplemented or terminated in any manner
whatsoever except by written instrument signed by the Lessor and
the Lessee.

(b) This Lease, including all agreements, covenants,
representations and warfanties, shall be binding upon and inure
to the benefit of the Lessér and its successors, aééigns, agents,
servants'and personal representatives.

(c) All agreements, covenants, representations and
warrénties contained in this Lease or in any document or certifi-
cate delivered pursuant hereto or in connection herewith shall
survive ﬁhe execution and delivery of this Lease and the expira-
tion or other termination of this Lease.

(d) Any provision of this Lease which may be determined
by competent avthority to be prohibited or unenforceable in any
jurisdiction shall, as to such jurisdiction, be ineffective to
the extent of such prohibition or unenforceability without
invalidating the remaining pro&isions hereof, and any such
prohibition or unenforceability in any jurisdiction shall not
invalidate or render unenforceable such provision in any other
jurisdiction. To the extent permitted by applicable law, the
Lessee hereby waives any provision of law which renders any
provision hereof prohibited or unenforceable in any respect.

“(e) This Lease shall constitute an agreement of lease

and nothing herein shall be construed as conveying to the Lessee
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any right, title or interest in or to the Equipment, except as
lessee only.

(£) The single executed original of this Lease marked
"Original" shall be the "Original" and all other counterparts
hereof shall be marked and be "Duplicates." To the extent that
this Lease constitutes chattel paper, .as such term is defined in
the Uniform Commercial Code as in effect in any applicable juris-
diction, no security interést'in this Lease may be created
through fhe transfer or possession of any counterpart other than
the "Original."

(g) This Lease shall -‘be construéé in accordance with,
and shal; be governed by, the;laws of the State of New York.

(h) Section headings are for convenience only and shall
not be construed as part of this Lease.

(i) This Lease is dated as of October 1, 1980 for
convenience of identification in the Participation Agreement and
other documents related thereto., Notwithstanding such dating the
effective date of this Lease for all purposes is the Closing Date.

IN WITNESS WHEREOF, the parties hereto have each caused
this Lease to be duly executed by their respective officers

thereunto duly authorized.

LESSOR: LESSEE:
SEAFIRST LEASING CORPORATION UNITED STATES RAIL SERVICES,
INC.

Ny

lts
Vice //(’er/o&f//
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EXHIBIT A TO
EQUIPMENT LEASE

DESCRIPTION OF EQUIPMENT

Lessor's

Equipment Description Cost (Per Item)
100 ton general . $44,000
service gondola

cars.

Marked and Numbered

ALQS 7001 to ALQS 7025

both inclusive and

marked and numbered

CSL 101 to CSL 175.

both inclusive. S o

Lessor's Cost for the Equipmént is $4,400,000.



EXHIBIT B TO
EQUIPMENT LEASE

CASUALTY VALUES

The Casualty Value of each Item of Equipment (and any
amount referred to as "the amount shown in parenthesis" with
respect thereto) shall be the sum of (i) the percentage of Lessor's
Cost of such Item set forth opposite the Basic Rent Date or
Settlement Date, and (ii) the amount, if any, payable under Annex 1
hereto:

DATE CASUALTY VALUE
January 6, 1981 84.365
July 6, 1981 85.679
January 6, 1982 86.640
July 6, 1982 . 87.380
January 6, 1983 4 87.864
July 6, 1983 88.149
January 6, 1984 88.192
July 6, 1984 88.040
January 6, 1985 87.658
July 6, 1985 87.085
January 6, 1986 86.294
July 6, 1986 85.319
January 6, 1987 84.138
July 6, 1987 32.781
January 6, 1988 81.233
July 6, 1988 79.523
January 6, 1989 77.672
July 6, 1989 75.690
January 6, 1990 73.573
July 6, 1990 71.319
January 6, 1991 68.925
July 6, 1991 66.387
January 6, 1992 63.703
July 6, 1992 60.890
January 6, 1993 10.247
July 6, 1993 - (54.679) 9.835
January 6, 1994 (50.960) 9.713
July 6, 1994 (47.107) 9.952
January 6, 1995 (43.114) 10.444
July 6, 1995 (38.976) 10.959
January 6, 1996 (34.688) 11.49¢6
July 6, 1996 (30.246) 12.057
January 6, 1997 (25.642) 12.644
July 6, 1997 (20.872) 13.257
January 6, 1998 (15.929) 13.897
July 6, 1998 (10.807) 14.567
January 6, 1999 ( 5.500) 15.000
Thereafter 20,000



ANNEX 1 TO EXHIBIT B
(to Equipment Lease)

The percentages set forth in this Exhibit B have been
computed without regard to recapture of the Investment Credit
provided for in Section 38 and related sections of the Code.
Consequently, the Casualty Value of any Item of Equipment
subject to an Event of Loss on or before the third, fifth or
seventh anniversary of the Closing Date shall be increased by
the applicable percentage of the Lessor's Cost set forth below:

Annual Anniversary of Percentage of
Closing Date Lessor's Cost
Third 18.51852%
Fifth ra 40 12.34568%

Seventh o o 6.17284%



EXHIBIT C TO
EQUIPMENT LEASE

TERMINATION VALUES

The Termination Value of each Item of Equipment (and
any amount referred to as "the amount shown in parenthesis"
with respect thereto) shall be the percentage of Lessor's Cost
of such Item set forth opposite the Basic Rent Date or
Settlement Date:

DATE TERMINATION VALUE
July 6, 1989 75.690
January 6, 1990 73.573
July 6, 1990 71.319
January 6, 1991 . 68.925
July 6, 1991 e 66.387
January 6, 1992 63.703
July 6, 1992 60.890
January 6, 1993 10.247
July 6, 1993 (54.679) 9.835
January 6, 1994 (50.960) 9.713
July 6, 1994 (47.107) 9.952
January 6, 1995 (43.114) 10.444
July 6, 1995 (38.976) 10.959
January 6, 1996 (34.688) 11.496
July 6, 1996 (30.246) 12.057
January 6, 1997 (25.642) 12.644
July 6, 1997 (20.872) 13.257
January 6, 1998 (15.929) 13.897
July 6, 1998 (10.807) 14.567
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STATE OF WASHINGTON )
) SS: y
COUNTY OF KING )

On this Z:{ﬂ'th day of November, 1980, before me, per-
sonally appeared 1. 1 L o)z r » to me personally
known, who being by me duly sworn, says that he is Vice
President of SEAFIRST LEASING CORPORATION, that one of the
seals affixed to the foregoing instrument is the corporate seal
of said corporation, that said instrument was signed and sealed
on behalf of said corporation by authority of its Board of
Directors, and he acknowledged that the execution of the fore-
going instrument was the free act and deed of said corporation.

Qb&u @

Notary Public, in and for the State
of Washington, residing at}iLLuA

' (Notarial Seal) o /.

STATE OF CALIFORNIA )
) SS:

CITY OF SAN FRANCISCO )
On this & NA day of November, 1980, before me, per-

sonally appeared ' » to me personally
known, who being by me duly sworn, says that he is )lﬁsﬁlsgbgchjhbét

of UNITED STATES RAIL SERVICES, INC., that one of the seals
affixed to the foregoing instrument is the corporate seal of
"said corporation, 'that said instrument was signed and sealed on
behalf of said corporation by authority of its Board of Direc-
tors, and he acknowledged that the execution of the foregoing
instrument was the free act and deed of said corporation.

Nytary Public

(Notarial Seal)

My commission expireszgp. \2, \GQ8)

uumnm:mlu-nmmmmmammnummumm
OFFICIAL SEAL a2

SYLVIA P. FERRAS
NOTAR.Y PUBLIC . CALIFORNIA
City & County ot

. San Francisco
My Commission Expires Dec. 12, 1981
llillilllillﬂ’lllIMIEIHEHINMEMIH!iuh“!tin‘.’&?ﬁltﬂr
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